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ABSTRACT 
This project titled 'Strategic Marketing ofHong Kong Telecom to Stay Leading in 
the Mobile Business' aims to recommend a strategic marketing plan to the management of 
Hongkong Telecom to prepare the company to maintain the leading role in the coming 
battlefield ofthe mobile market. The objectives of the study are summarized below : 
• To assess and analysis the mobile market environment after the issues of six PCS 
license. 
• To anticipate possible market scenarios of mobile business in the coming three years. 
• To formulate strategic marketing plan for Hongkong Telecom in order to maintain its 
leader position in the Hong Kong mobile business. 
Our study will base on the marketing model recommended by Dr. C.F. Steilen. 
To help understand customer needs, questionnaires are given to more than 400 
users and non-users of the mobile phone service. Of which 212 valid questionnaires are 
received for further analysis. Another set of 52 questionnaires is collected from the 
‘Tertiary Students' to aid the analysis of this market segment. 
To achieve the above objectives, two marketing sub-programs are recommended. 
One is the 'Customers Retention' and the other is 'Capturing the Tertiary Students 
Segment'. 
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These recommendations are only initial steps. To ensure the leading role in the 
mobile business, continuous marketing effort is required to cope with the changing and 
increasingly competitive mobile business market. 
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With government finally announcing the 6 successful PCS license bidders on 1st 
Oct. 96, it can be foreseen that there will be tremendous competition in the mobile market 
in the coming years. 
The 6 PCS licensees, 4 of them are new players in the Hong Kong mobile market 
while the other 2 are existing participants. This makes the Hong Kong mobile market will 
soon (probably beginning mid next year) have a total of 7 players. 
Hongkong Telecom CSL who has failed to win the PCS license needs to rely on its 
existing GSM mobile network to compete with the existing players as well as the coming 
PCS competitors on this limited but still growing local mobile market. 
Hongkong Telecom CSL, as of today, has the biggest market share. With the fierce 
competition ahead, much challenge is anticipated in order for the company to maintain the 
leading role in the market. 
This project titled 'Strategic Marketing ofHong Kong Telecom to Stay Leading in 
the Mobile Business' aims to recommend a strategic marketing plan to the management of 
Hongkong Telecom to prepare the company to maintain the leading role in the coming 
battlefield ofthe mobile market. The objectives of the study are summarized below : 
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• To assess and analyse the mobile market environment after the issues of six PCS 
licenses. 
• To anticipate possible market scenarios of mobile business in the coming years. 
• To formulate strategic marketing plans for Hongkong Telecom in order to maintain its 
leader position in the Hong Kong mobile business. 



































































































































































































































































































































































































































Step 1 of the model conducts analytical study on the subject on five areas : 
competition, Market, Customer, Product/Service and the Company. 
After the analytical, recommendation for market segmentation can be made and the 
objectives of the strategic marketing plan can also be defined and is shown in step 2 and 3 
of the model. 
In step 4, specific objectives and strategies in the areas of : Product/Service, Price, 
Communications, Sales Force and Distribution are defined. 
Based on the defined specific objectives and strategies, the appropriate action plan 
is worked out. This is step 5. 
Necessary control and monitoring guidelines and the review mechanism need to be 
worked out to measure the effectiveness of the plan as well as to give room for 
readjustment and fine tuning the plan. 




MARKET PROFn^E REPORT 
Background and History 
The wireless telecommunications industry in Hong Kong, which is dominated by 
cellular and paging services, has been growing at a tremendous rate in the second half of 
the 1980s. 
Mobile telephone service was first introduced in Hong Kong on 12 January 1984 by 
Hong Kong Telephone. The system was later inherited by Hongkong Telecom CSL (CSL). 
It had an initial capacity of 6,000 customers, served by a network of 14 base stations, 
mostly located at hill-top sites, and could only support earphones and very heavy 
transportable phones. 
In 1985, the mobile telephone service was deregulated. Hutchison and Chinatel 
joined the market, they offered competitive mobile telephone systems that supported the 
usage of handheld phones which were lighter than those supported by CSL. In 1989, 
Chinatel was taken over by Pacific Link. 
In 1992, SmarTone was set up and became Hong Kong and Asia's first mobile 
phone operator using GSM digital cellular technology. 
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The analogue mobile networks have a total capacity of about 200,000 users. CSL, 
Hutchison and Pacific Link ran out of capacity in early 1993. Only CSL could actively 
recruit new analogue mobile users thanks too the technology of sharing capacity within the 
network. 
To cope with the growing demand for mobile telephones, CSL, Pacific Link and 
SmarTone launched their digital mobile networks in 1993, whilst Hutchison was expected 
to offer digital mobile network service in 1994. 
The new digital networks offered by CSL, Pacific Link and SmarTone can 
accommodate up to 700,000 users, not including the new digital network capacity offered 
by Hutchison in 1994. 
Nowadays, the capacity of the mobile networks grow far beyond 1,000,000. 
Nevertheless, demand for mobile phone service is expected to outgrow the capacity. 
Market Growth 
The market demand for mobile service is growing at tremendous rates world-wide 
and will remain so for the coming years. The following tables and diagrams depict the 
growing trend on mobile telephone market in since 1986. 
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TABLE 1 
MARKET GROWTH OF MOBILE COMMUNICATION SERVICES SmCE 1996 
Radio Stations Public Mobile Radio Telephone Subscriber Units 
Paging Base Mobiie Analogue Analogue Digital Digital Total 
Stations Stations Mobile Portable Mobile Portable 
1986 287,356 2,107 42,918 
1987 376,843 2,223 50,263 9,930 8,130 28,060 
1988 486,640 2,343 58,980 16,010 35,270 51,280 
1989 594,216 2,500 63,689 20,029 69,164 89,193 
1990 711,420 2,553 67,956 22,796 111,116 133,912 
1991 880,666 2,530 71,456 22,835 166,829 189,664 
1992 1,046,384 2,650 79,949 24,039 209,285 233,324 
1993 1,244,392 2,835 80,319 24,015 229,485 817 36,526 290,843 
1994 1,356,177 2,921 86,799 18,499 219,009 1,502 192,765 431,775 
1995 1,323,741 3,026 91,118 13,357 133,378 2,306 538,559 687,600 
1996 1,089,904 3,036 101,584 4,423 13,210 9,585 1,183,462 1,210,680 
TABLE2 
MARKET GROWTH OF MOBE^E COMMUNICATION SERVICES SEMCE JAN. 1996 
Radio Stations Public Mobile Radio Telephone Subscriber Units 
Paging Base Mobile Analogue Analogue Digital Digital Total 
Stations Stations Mobile Portable Mobile Portable 
^ 1,122,050 3；^ 95,562~~12,519 121,505 2 ^ 601,174~~737,606 
2/96 1,124,457 3,039 95,150 11,674 95,694 2,485 653,378 763,231 
3/96 1,120,868 3,047 95,519 8,473 69,695 2,767 717,438 798,373 
4/96 1,067,504 3,042 95,680 7,914 58,650 2,967 819,097 888,628 
5/96 1,050.183 3,053 97,202 7,153 43,587 3,185 905.995 959,920 
6/96 1,048,098 3,054 97.935 6,515 33,732 3,605 942,177 986,029 
7/96 1.083,118 3,054 99,061 6,020 27,312 4,597 979,152 1,017,081 
8/96 1,106,563 3,051 99,346 5,560 22,278 6,320 1,006,286 1,040,444 
9/96 1,109,314 3,046 99,892 5,303 19,621 5,918 1,043,446 1,074,288 
10/96 1,106,227 3.034 99,720 4,941 16,996 6,434 1,091,194 1.119,565 
11/96 1,096,473 3,044 101,086 4,678 14,995 7,821 1,136.022 1.163.516 
12/96 1,089,904 3,037 101,584 4,423 13,210、 9,585 1.183,462 1,210,680 






















































































































The mobile phone market has seen another year of unrelenting growth with cellular 
users padding the one million mark in mid 1996 and penetration this year approaching 20 
per cent of the population. Based on OFTA statistics, total digital mobile subscribers was 
1,006,286 at August 1996. Analysts estimate this may double to 2.4 million users by year 
2000 and 3.5 million by year 2006. 
The radiopaging market, by contrast, registered its first ever drop last October, 
partly as a result of the improved fianctionality of mobile phones and falling cellular tariffs. 
Last year also saw the last of Hong Kong's CT2 services shut down. Competition in the 
mobile sector is set to become even fierce later this year with the launch of six rival PCS 
networks. 
The six successful bidders have collectively pledged to invest $770 million to build 
the PCS networks in the colony, according to the information from the regulator: Office of 
Telecommunications Authority. 
Pacific Link and Hutchison can start with the advantage of running established 
cellular networks, both are co-locating radio base stations across the territory, where 
transmission sites have become increasingly difficult and costly to install and maintain. 
Hutchison, also has the advantage of being able to offer its existing GSM customer base 
dual band terminals which are able to access either network. Hutchison is clearly the best 
positioned operator to ride out the post-PCS era in Hong Kong. All the Hutchison's 
networks have spare capacity and the synergy of the three range from installation costs to 
marketing to the possible introduction of dual mode handsets. Furthermore, CDMA is an 
interesting wild card for Hutchison if the technology gets ironed out. Hutchison and New 
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World PCS are able to leverage their fixed network infrastructures in order to offer 
integrated services, while companies such as The People's Telephone Company, are 
expected to use their China connections to expand their businesses on both sides of the 
border. 
Spending ofMobile Phone Users 
While the mobile services experienced an tremendous growth since launched in 
1986, mobile phone users however are spending less time on the phone. In fact, per-
subscriber revenues have fallen to half of what they were in the late 1980s. For the last two 
years, the average spending per customer has been decreasing from an average of around 
$900 to $600. This is due to the increasing number oflow volume users. This indicates that 
the mobile phone is becoming a basic need to mass consumers instead of a niche market in 
the earlier days. 
The Customer Survey shown that 58% of mobile phone users acquire a mobile 
phone for emergency purpose. It is therefore possible for elderly and other low-usage 
people to keep an emergency mobile phone "just in case". 
While acquisition costs remain more less the same, a service provider can kill a year 
or two before recovering that initial investment. The problem is not only the low-usage 
users, but the unloyal customers who churn before the provider can breaks even. 
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Market Share 
According to the information given by OFTA, the following table depicts the 
market share of the mobile industry by Jan. 97 
TABLE3 
MARKET SHARE OF EXISTD^G OPERATORS 
No. ofCustomers % share 
CSL 320K 31.6% 
SmarTone 220K 21.8% 
Hutchison 240K 23.8% 
Pacific Link 2 m 22.8% 
I 
The Evolution of Consumer Culture in Hong Kong 
With the growth of economy and changes within Hong Kong society after World 
War II, Hong Kong has undergone several stages of change in consumer culture: 
Quantitative (Before 1970) 
After World War II，large number of refiigees migrated from mainland China to 
Hong Kong. At that time, Hong Kong started to developed its economy and the society 
was dominated by low-income workers. Basically, general consumption was suppressed by 
the low-income level and general consumption are mainly on daily necessities such as food, 
clothes etc. 
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Qualitative (1970 - 1985) 
With the economical launch in 70s, the general living standards in Hong Kong was 
improved. Consumer Culture started to develop and Hong Kong had moved from 
quantitative consumption to qualitative consumption. Consumers began to look for trendy 
goods. 
Emotional (1986 - 1994) 
Since 1986, Hong Kong's GDP per capita was already comparable to the richest 
countries in the world. Consumer culture was also transformed to emphasize on feeling. 
Products selection was no longer based on "good" or "not good" about product 
functionality. Instead selection criteria was based on "like" or "dislike" about the product 
symbol. Consumers emphasized on the feeling and associated value on the products such 
as: 
a) symbol for personal status and class on the society 
b) fun and taste ofliving 
c) trendy 
Multi-segment (1995 to now) 
Similar to other developed countries, the growth of Hong Kong's economy started 
to slow down since early 90s. Instead of dominated by only one category, the consumer 
market was characterized by having various cultures at the same time. 
21 
The Emerging Markets 
As discussed above, the marketing environment in Hong Kong has been changing 
which creates a lot of opportunities for marketers. Nowadays, there are several emerging 
markets that should not be ignored: 
The Elderly Market 
According to government's statistics, in 1981, the median age of the population was 
26. In 1996, this was increased substantially to 36 indicating that the population composed 
of more elderly than before. With the economical growth in the past decades, people in 
general is wealthier than before. In addition to the Chinese traditional culture of respecting 
and looking after the elderly, this create high potential markets for the following goods: 
a) medical and related services 
b) entertainment such as traveling, social gathering etc. 
c) personal goods including clothes, food etc. 
The New Generation Market 
"New Generation" refers to those youngsters who born after 1970. When 
comparing to the previous generations, New Generation has the following characteristics: 
a) low income but high spending power 
b) emphasize on individualism and enjoyment 
c) emphasize on emotional value rather than functional value 
d) looking for fun rather than work 
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The Female Market 
With the economical growth, female in general has equal opportunity in education 
and employment. In addition with the help ofPhilippine maid to take care of the household 
work, female has been moving from household to the workplace and becomes a major 
work force in Hong Kong. More and more women are now economically independent and 
they represent a great potential markets for the following products: 
a) time saving products such as maid services, nursery, microwave, washing machine etc. 
b) selfactualization products such as fashion, beauty caring, accessories, cosmetics etc. 
c) entertainment such as magazine, books etc. 
Conclusion 
In the past, mobile phone market had been position as a practical communication 
tool for business. While these business or company users rely on mobile services in their 
work, they are high spending users with average monthly spending more than $900. 
Nevertheless, the penetration in business segment is already large and there is not enough 
room for further expansion. Whereas, the demand in year 2000 is expected to reach 2 
millions users or 25% penetration in Hong Kong. According to expert opinion, mobile 
service providers in general need at least 2 to 3 years to establish their networks with good 
enough quality to satisfy general users requirements. 
Indeed, in order to enlarge the customer base, CSL needs to exploit new market 
segments. The consumer market in Hong Kong is no longer dominated by any one type of 
consumer culture. Instead various consumer cultures co-exist in different market segments. 
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It is necessary for CSL to formulate different strategy according to culture and 
characteristic of different market segments. 
While the penetration in business segment is already large and there is not enough 
room for further expansion, it is inevitable for CSL to expand the penetration to market 
segment with low-usage. CSL needs to address and prepare for the churning problems 
which can commonly be found in commodity products and services. 
The monthly average spending for mobile users has been decreasing from HK$ 900 
to HK$ 600 and the trend is expected to continue in coming years. While mobile phone 
services are becoming commodities products and competition is getting higher, CSL needs 
an aggressive marketing plan to retain its market leader position. 
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CHAPTER III 
COMPETITIVE PROFn^E REPORT 
Existing Mobile Network Operators 
Brand Perception 
CSL 
Hongkong Telecom CSL has the highest reputation in the market and is perceived 
as 'big brother' not only in mobile market but its parent company Hongkong Telecom is 
also the market leader in the telecommunication industry because of the monopoly in the 
past decades. CSL also established an image of professional and reliable service provider in 
mobile industry. 
Although CSL is known to be most expensive, customers think the service is worth 
the money. CSL will be the preferred brand if the service is paid by the user's employer. 
In setting the digital mobile network, CSL invested a lot to ensure the service 
quality. It achieves the widest coverage in Hong Kong including tunnels, MTR, rural area, 
basements, in-buildings, lifts etc. Therefore, although CSL's tariff is the highest, it still 




SmarTone has a favorable image which is close second to CSL. It offers a 
competitive tariff for low usage customers. Though its network did not have good 
coverage during initial introduction, the service quality was much improved with wide 
network coverage including tunnels and MTR. Nevertheless, some customers still do not 
know SmarTone's service quality is now close to CSL. It may be accounted to the fact that 
SmarTone has little promotion or above-the-line advertising. 
Owing to the competitive tariff, SmarTone is very popular and its market share is 
expanding. While its service charges are cheaper than that of CSL, it is perceived as good 
value for money and for the mass market. 
Hutchison 
Hutchison was the market leader in analogue mobile services and had a well 
established analogue network with retail outlets as well as service centres. However, due to 
the delay in rolling out digital mobile service, its market leader position was not only 
replaced by CSL since 1993 but also dropped behind SmarTone. 
Hutchison has established a good reputation from its analogue mobile service and 
paging services. It used aggressive advertising campaign as strategic weapon to build up its 




In general, customers have very little impression on Pacific Link. If there is any 
impression at all, it is negative. The network coverage is poor that customers experience 
frequent drop-calls or is difficult to place calls. The quality of its product is also poor and 
similar to parallel imports. In addition that Pacific Link is using the D-AMPS system, the 
handset cannot be used in other GSM operators. 
Pacific Link has the smallest market share, and spent little in advertising and 
promotions. Although both handsets and service charges are cheaper, Pacific Link was 
associated with second-class image. 
Promotion Strategies 
All four service providers use TV and print advertisements to build up their 
company product images. 
In the past, the four operators emphases on the practical usage and fiinction and 
product advantages. The theme for Hutchison and Pacific Link was system reliability. With 
the largest number of base stations and MTR coverage, CSL advertised its system 
/ 
coverage, clarity and security. SmarTone uses low pricing to distinguish itself from its 
competitors. 
Recently, the theme of promotion has been moving to higher level of emotion, such 
as family relation, intimate relation with lovers, trendy decoration etc. 
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The following table is the media spending by each company in 1995 and early 1996: 
TABLE4 
MEDIA SPENDE^JG OF EXISTES[G OPERATORS 
1995 (Jan-Dec) % 1996 (Jan-Feb) % 
CSL 35,408 41% 6,791 35% 
SmarTone 20,210 23% 230 1% 
Hutchison 17,386 20% 9,765 51% 
Pacific Link 13,906 16% 2,559 13% 
Total 86,910 100% 19,354 100% 
All in HKD ('000) 
As a whole, in terms of brand awareness and image, CSL is most favorable, the 
second is SmarTone and Hutchison, with SmarTone perceived better than that of 
Hutchison. Pacific Link is the least preferred. 
Technology 
For mobile industry today, most the networks has been digitalised which provides 
more capacity, better service quality and higher difficulty for cloning. Several standards are 
commonly used around the world. In Hong Kong, the standards being used are GSM, D-
AMPS，CDMA. PCS is a modified version of GSM and the only difference is the use of 
frequency range: GSM operates at 800-900 MHz whereas PCS operates at 1,800-1,900 
MHz (1.8-1.9 GHz). The following table summarizes differences and similarities among 
various mobile technologies used in Hong Kong: . 
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TABLE5 
MOBILE TECHNOLOGffiS COMPARISON 
GSM D-AMPS CDMA ^ 
Access Interface TDMA TDMA CDMA TDMA 
Operator CSL Pacific Link Hutchison Hutchison 
SmarTone Pacific Link 
Hutchison People Telephone 
P-Plus Comm. 
New World PCS 
Mandarin Comm 
Frequency 900MHz 900 MHz 1250 MHz 1800 MHz 
Network Capacity 2 times 3 times 20 times 
(compared with 
Analogue) 
Cell sites required 400 300 150 1,000 
Auto Roaming Europe/S.E. Asia North America Not applicable ., Yes 
Detachable SIM Yes No No Yes 
card 
Cloning Difficult Possible Possible Difficult 
Capacity 400-500K 400-500K 1,200K 600K 
Service quality - more experience - more - new technology - more cell sites, 
-reliable experience - better quality more handover, 




Handset cost - mass product - mass product - new tech. - lighter 
-cheaper - cheaper - limited choice - mass market 
-wi l l be cheap 
Equipment cost per Similar to others Similar to others Similar to others Similar to others 
site 
Cell site rental HK$10,000 HK$10,000 HK$10,000 HK$10,000 
(around 100 ft^) 
Additional features 
Data or Fax >f - - >f 
Short Message >f - Under testing >f 
Chinese Interface >/ - - -
Caller Display / - Under testing / 
Roaming >f >f >f >/ 
World Acceptance Asia Canada Asia Asia 
Europe U.S. U.S. Europe 
U ^ 
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The following table summarizes the mobile system used by the operators in Hong 
Kong: 
TABLE6 
MOBILE TECHNOLOGIES USED BY EXISTING OPERATORS 
CSL SmarTone Hutchison Pacific Link 
GSM J ^ ^ -
TDMA - - - “ 
CDMA - - ^ -
PCS - - ^ ^ 
Market Share 
The mobile phone market has seen another year of unrelenting growth with cellular 
users passing the one million mark last summer and penetration this year approaching 20% 
of the population. 
TABLE7 
MARKET SHARE OF EXISTES[G OPERATORS 
No. of Customers % share 
CSL 320K 31.6% 
SmarTone 220K 21.8% 
Hutchison 240K 23.8% 





ACTIVITIES OF CSL 
Date Activities ^ 
Jan 1996 Offered HK$300 Network Connection Fee for parallel import customers 
Jan 1996 Introduced new Bosch B23 handset at HK$2,980 
Feb 1996 Introduced new tariff plan for Partner Line Scheme 
Mar 1996 Launched 'Buy 1 Get 1 Free’ Promotion : $4,950 for two E3, $3,950 for two M31 
Mar 1996 Introduced free 50min ofMTR air time for all regular plans 
Apr 1996 Cut retail price ofM31 to $5,950 after 'Buy 1 Get 1 Free’ Promotion 
Apr 1996 Second phase for 'Buy 1 Get 1 Free’ Promotion : $4,950 for one E3 and one N2i 
May 1996 Joint Promotion with Diners : $1,750 for N2i plus 1 mth secretarial paging service for new 
Diners Club members 
May 1996 Partnership Plan to HKT staffwith monthly charge $325 and $2,950 for one E3 
Sep 1996 Low IDD rate for CSL mobile users and $5,950 for new N3 model 
Sep 1996 Auto-Roaming to China 30+ provinces/cities 
Oct 1996 3rd phase for 'Buy 1 Get 1 Free，Promotion : $5,950 for 2 N3, 2nd phone tariff $488/mon 
Oct 1996 Announced to have best indoor coverage up to 96% 
Nov 1996 Special Promotion to HKT staff: 2 additional quota per staff for half tariff $325/mon, near 
half price for N3 and M81 
Nov 1996 Launch internal secretarial pager service on M81C phone 
Nov 1996 Launch new low price brand : One2Free with special pricing to 5 different packages 
Nov 1996 First Mobile operator to launch mobile phone built-in Chinese Secretarial Paging Service. 
This service covers 28 countries including 39 cities in China. Come with Motorola mobile 
phone $4,800, 20% discount for buying with used phone 3 month free usage on bundled 
services: Chinese Paging, Call Forward and Call waiting. 40% discount ($192/month) on 
the bundled services thereafter. One month free on basic rental. One year contract required. 
Jan 1997 One2Free launch new package which allows users to accumulate unused free minutes to 
subsequent months 
Jan 1997 First operator to launch mobile data, fax and Internet connection service. 
Come With intelligent PC handset Nokia N9000 with $3,000 discount. 




ACTIVITIES OF SMARTONE 
Date Activities 
Jan 1996 Introduced Nokia 21121 
Jan 1996 Auto Roaming extended to Indonesia 
Jan 1996 Introduced ST803 
Feb 1996 Retail price cut of ST808 & GH337 to $4,880 and $5,680 respectively 
Mar 1996 Auto Roaming to Ireland 
Mar 1996 Offered Motorola 7500 at $1,980 to Telepoint users and $2,080 to other CT2 users 
Mar 1996 Took over the operation of nine Tricom mobile phone retail stores 
Apr 1996 Grand opening of the 4th Mobile Switch at the Lai Chi Kok 
Apr 1996 Auto Roaming extended to Spain 
Apr 1996 Employ CSL Mobile Head Herbert Ng as Managing Director 
May 1996 Auto Roaming extended to Mauritius 
May 1996 Announce plan to further invest $600M mobile business and target to reach 300K customers 
from 200K in end 1996 
Oct 1996 Listing of SmarTone to the HK Stock Exchange 
Oct 1996 Advertisement showing customer base reached 276K 
Nov 1996 Early achievement of 300K customers in end Nov 1996 
Jan 1997 Promote new smallest mobile (Motorola) handset 




ACTIVITffiS OF HUTCHISON 
Date Activities 
Jan 1996 Cut 50min plan's peak rate from $4/min to $3.5/min 
Jan 1996 Introduced new Panasonic & GF337 handsets at $2,880 & $3，980 respectively 
Jan 1996 Set 1 year service contract for all subscribers 
Jan 1996 CDMA handset price dropped to $4,380 
Jan 1996 Trade-in CT2 and analogue handset for CDMA at $3,800 and $2,800 respectively 
Jan 1996 Free one month tariff for CDMA new subscribers 
Mar 1996 Launched CDMA North America Roaming 
Mar 1996 Closed TACS service 
Mar 1996 Free GSM 3818 & CDMA 6868 for Tien Dey Seen migration 
Apr 1996 MTR coverage for GSM/CDMA customers (partial stations coverage) 
May 1996 Introduced new Motorola 8400 and Ercisson GH388 
May 1996 Launched new TV and print by Leon Lai 
May 1996 Closed Tien Dey Seen service 
May 1996 China Roaming service to 15 provinces/cities withjust one SIM card 
Sep 1996 Reduced handset price on M8500, GH388 and G400S at $3,680, $3,680 and $1,680 
respectively 
Oct 1996 Reduced price on G500 at $2,880 with $200 free air time 
Oct 1996 Free HTL Everyday Card which offer up to 20% discount on partner merchants' 
services/goods 
Nov 1996 Reduced handset price on M87C at $4.280，M8500 at 1,980, N8110 at $3,980 with free 
$300 air time and free $88 IDD charge 
Jan 1997 Launch new and lower price packages on its GSM service 
Feb 1997 Extra low price on CDMA service 
Join with Chase VISA card to offer interest free 6 month installment on mobile phone 
Basic rental as low as $190/month with 100 free minutes 




ACTIVITIES OF PACIFIC LJNK 
Date Activities ;:::::::::: 
Jan 1996 Introduced new 30min & 650min service plans 
Jan 1996 Introduced new digital walking phone 
Jan 1996 Provided free MH2 handset for CT2 trade-in 
Feb 1996 Launched $ 1 program for DH336 and DH338 
Mar 1996 Offered free handset to its analogue customers to switch to TDMA 
Mar 1996 $1 program extended to Motorola Dimension 4000 and Nokia 2120 handset 
Apr 1996 MTR coverage is extended to partial routes 
May 1996 Introduced new Ericsson DH353 
May 1996 $ 1 program extended to MH21 
May 1996 Launched new TVC 
Jan 1997 Promotion targeted on pager users 
Service Commitment and background of the 6 PCS operators 
As the PCS operators have not launched the service yet, the competitor information 
will base on those announced by OFTA (Office of Telecommunications Authority) in their 
respective bidder document. The 6 PCS operators, 2 of them are existing mobile phone 
operators (HCL and PLL), the other are : Peoples Telephone Company limited (PTC), P 
Plus Communications Limited (PPlus), New World PCS Limited pSTWL), Mandarin 
Communications Limited (MCL). For the existing 4 mobile operators, a more detail 
analysis will be carried out. The 4 existing players on the mobile operators are : HK 
Telecom CSL (CSL), Hutchison Communications Limited (HCL), SmarTone Limited (ST) 






























































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































In terms of company image, CSL has the highest reputation, follow by Hutchison 
and SmarTone. Customers have very little impression on Pacific Link. CSL is also 
perceived as 'big brother' in mobile market. Good reputation is a precious assets and 
effective tools for CSL to compete when mobile phone market becomes a commodity 
market. It is because reputation and word of mouth are the major purchasing criteria for 
consumers of commodity market. 
In terms network capacity for expansion, Hutchison and Pacific Link are in better 
position than CSL and SmarTone. Network capacity is important resource as it sets the 
upper limit of how many customers can be recruited. While Hutchison and Pacific Link 
obtained the PCS licences, the two companies are in better position that they have more 
network capacity for growth. In addition that the PCS technology can provide large 
network capacity in a comparatively lower cost, this increases the flexibility of Hutchison 
and Pacific Link to compete in price in a commodity market environment. 
Hutchison used to be the market leader in analogue mobile services. Owing to the 
delay in rolling out digital mobile service, its market leader position was replaced by CSL 
since 1993. However, Hutchison has acquired sufficient competitive advantages to 
recapture the market leaders position. These include: 
• PCS licence which provides low cost network capacity 
• Good reputation 
• Good track of record 
• Strong Group financial backup 
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As a result, Hutchison will be the major competitor who is able to threaten the 
market leader position of CSL. CSL needs to closely assessed the market environment and 
may require to formulate strategy to counteract the threat from Hutchison. 
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CHAPTER IV 
CUSTOMER PROFn^E REPORT 
Mobile Communications Needs 
Subscription of mobile phone services may be triggered by the following needs: 
a) Do not want to miss any opportunities for playing and business 
In Hong Kong, time is viewed as precious resource both for doing business and 
leisure. Consumer are willing to pay a certain amount of money to save time and 
reserve more time for entertainment or doing other business. 
b) Reduce hassles in communications (borrowing phone, getting coins, queuing up 
etc.) 
Though pay phones can be found in most of the common areas such as 
restaurants, shopping arcade, MTR etc., it is rather inconvenience to use the pay 
phones because sometimes one may need to spent a lot of time to find the pay 
phone, queue up and wait. 
c) Reduce anxieties (friends/family etc. waiting for calls, losing contract) 
The pace of living in Hong Kong are so fast that one may be anxious or feel 
insecure when losing contacts with others during important moment. 
d) Serve urgent / emergency needs (traffic accident, client call etc.) 
Being able to communicate to others is crucial in case of urgencies and 
emergency such as traffic accidents, patient calls etc. 
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Prompt Factors for Purchase 
The following are the factors directly affecting customers' purchasing decision: 
a) Money 
Cost is still a major concern of consumer decision especially when the tariff of mobile 
phone services keep dropping and the services become a commodity product. 
Following are some consumers' attitudes in addressing their money concems: 
-Save enough money 
-Feel comfortable to afford it 
-Discount offers 
-Overall price cut 
-Hire purchase scheme 
-Rental Service 
b) Company pays for rental or subsidizes purchase 
If the phone services is being paid or subsidizes by consumers' companies, consumers 
may have less concern on price of both handset and monthly services charges. In that 
case, service quality will become the dominant factor. 
c) Promotions e.g. buy one get one free 
Sales promotion may help to trigger demand from customers who find the handset price 
as a burden in using mobile phone service. 
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d) Job needs 
Similar to the case of company subsidization, when mobile communication is a vital 
tools for a particular job, service quality (instead of price) will become the dominant 
factor when selecting the service. 
Basic Attitudes ofPricing 
Price, both in terms of monthly rental and the cost of handset, has come down 
substantially. The trend is expected to continue especially with the competition from the 6 
new PCS operators. Price has come down so substantially that mobile phone have become 
more attractive to the mass market. Generally, customer has a budget and price ceiling 
when making a purchasing decision. Price consideration includes monthly rental and cost of 
handset. However, cost of handset is not as critical as monthly rental, but it could be more 
important in motivating a purchase desire than. 
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Price Sensitivity 
There are three types of customers: 
a) Inelastic 
Purchase is inelastic to pricing of handset because it is an insignificant part of the 
whole bundle of costs, and some noticed that the price has already gone down to 
about $3,000. Purchase therefore depends on urgency of need. 
b) Price sensitive 
This type of customer will wait for the price to decline further: $2,000 to $3,000 
which appears to be the threshold to most. 
c) Price insensitive 
Not as sensitive to pricing of handsets overall, but are ready to invest once they 
feel they have secured enough money, or are attracted by new models or special 
offers in the market. Acceptable price level of handset to them is around $4,000 to 
$10,000, but there is no immediate trigger to buy. 
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Buying Cycle 
The following diagram depicts the buying cycle of a normal consumer: 
/ Trigger \ 
/ -Job Needs \ 
/ - Personal \ 
Communications not 
\ convenient enough / 
\ -Many others have it j 
\ -Want to reduce hassles / . 
\ in borrowing phones y / ^ v ^ 
^ ~ 乂 \ x " “ ^ 
/ Consider \ 
/ -Urgency of need \ 
/ -Budget and disposable \ 
income 
-Trend of ownership and y 
^ \ usage (peer group / 
y ^ ^ \ \ influence) / 
/ Search \ ^ ^ ^ - ^ ^ ^ . . ^ 
/ -To listen to others' feedback \ t < ^ 
/ -To ask forfriends' \ 
recommendations 
-To gather information from 
newspaper, magazines, etc. 
-To look around options in / ^ ^ ^ ^ 
\ shops / ^ ^ ^ \ 
\ -To recollect personal past / < ^ y ^ N ^ 
\ experience / . ^ ^ / Choose \ 
Nv y / -Pricing (initial payment + \ 
^\^ ^ y ^ j monthly fees) \ 
^ ^ ^ -Network 
-Handset (outlook, function & 
\ reliability) / 
\ - Brand name (network opera to^ 
\ + handset) y 




According to some analyst report, the growing ranks of mobile phone haters can 
take heart. There is a problem in theaters and concerts and cinemas: during the show or the 
film you started hearing the ringing of the phones. It's very annoying. 
However, none of the behavior that causes them headaches is particularly hard to 
deal with if users are willing to take a moment to turn off their phones. Indeed, most 
operators already have in place a few relatively simple technological solutions that allow 
users to ensure they get important calls without disturbing their neighbors in restaurants, 
concert halls, or cinemas. Service providers now routinely offer voice mail, meaning any 
call that comes in while the phone is off is automatically routed to an answering machine. 
Phones with vibrating batteries or screens that light up allow a user to tum off the ringer 
while in a situation where it might bother others. 
It may be necessary for CSL to develop a mobile culture that every body can live 
with, and of course mobile phone should be position as something useful and not as 
something disturbing and dangerous. 
Customer Survey 
In order to better understand consumer behavior of the mobile phone market, a 
questionnaire was prepared and 410 copies were issued. A copy ofthe questionnaire can be 
found in Appendix I. 212 valid reply were received and the results in detail was tabulated in 
Appendix II. 
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The following summarizes the finding through this questionnaire: 
• Most of the user (46.4%) was in the age 26 to30. Indeed there was comparatively little 
penetration with age below 25 and age above 45. 
• More than 78% of non-user did not use mobile phone because of no immediate need. 
• 'Convenience', 'Keep-in-touch' and 'Emergency needs' were the most appealing 
factors for using mobile phone. 
• More than half (53.6%) of the mobile phone users preferred low-usage service plan. 
• Most user used the phone during non-office hours. 
• 'Expensive overflow charge，and ‘Usage round up to minute，were the two most 
unsatisfactory factors for mobile services. 
• 'Service Quality' was the major service selection criteria for non-users. 
• In terms of customer loyalty, 80% of users satisfied with existing service and has no 
intention to switch to another company. 
• More than 65% of non-users preferred to subscribe CSL. 
• Around 8% of CSL users has intention to switch to other company because of lower 
tariff. 









































































































































































































































































































































































































































































Roaming Countries Comparison 
TABLE 13 
ROAMmG COUNTRIES COMPARISON 
GSL SmarTone Hutchison Pacific Link 
International Roaming 
-Auto -Roaming 32 27 18 2 
-SIM card Roaming 0 0 16 0 
-Manual Roaming 0 2 0 0 
China Roaming 1(3) 1(3) 1(15) 0 
Total Roaming 33 30 35 2 
Countries 




CSL SmarTone Hutchison Pacific Link 
MTR Full coverage Full coverage Full coverage Full coverage 
Tunnels Eight Eight Eight Eight 
• ‘ \ 
Service Binding/Prepayment Comparison 
TABLE 15 
SERVICE BrNDES[G / PREPAYMENT COMPARISON 
CSL SmarTone Hutchison Pacific Link 
Agreement Nil Nil 1 year Service Nil 
Contract binding 
Deposit [1+1] promotion Nil . Nil $2,400 
$1，000 deposit prepayment 
for6mths (refund $100/mth 
service binding for 24 mths) 
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Conclusion 
Implications ofProducts and Services Profile Report 
Price Comparison 
The above Table has shown the tariff plans of the four mobile phone operators. Due 
to the availability of different service plans by different operators, price comparison is not 
that obvious. However, if we base on four common monthly usage patterns (Very Low, 
Low, Medium and High), we can compare the price level of the 4 operators as follow : 
Usage Pattern CSL SmarTone Hutchison Pacific Link 
101O _ne2free GSM GSM CDMA TDMA 
Very low (50 min) $650 $338 $320 $390 $190 $334 
Low (150 min) $650 $478 $460 $440 $220 $509 
Medium (300 min) $850 $598 $640 $590 $350 $725 
High (1000 min) $1500 NA $1570 $1450 $910 $1507.5 
From the above Table, before CSL introducing the One2Free brand, its GSM1010 
service is the most expensive across all the other operators. The difference is especially 
significant on the VERY LOW to MEDIUM service plans. 
The introduction of the CSL One2Free brand has narrowed the price gap for VERY 
LOW to MEDIUM usage service plans. This has made CSL regain competitiveness on the 
low usage market. 
However, with Hutchison significantly lowered the price of its CDMA service on 
March 1997, its price is much less than the other 3 operators. It is anticipated that 
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Hutchison tries to position its CDMA as an extra low price choice comparable to the PCS 
service to target at the very price conscious market segment. The coverage and quality of 
the CDMA network is weaker than the other 3 operators but is much better than the PCS 
network. 
Roaming Comparison 
Roaming is a capability of digital mobile network where the mobile phone can be 
used transparently in the digital mobile networks of other countries/cities who has roaming 
agreement with the foreign operator. 
GSM being an European originated standard is practiced by the European countries. It is 
also the most widely used standard among Asian countries. D-AMPS and CDMA are US 
standards which are used by the States, Canada as well as in some other Asian 
countries/cities. 
The GSM standard, in terms of number of networks, is more common in the world. 
Therefore, the roamable countries for GSM network is more. Of course, the offering of 
roaming service with another country also depend on successful mutual tariff and billing 
arrangement between the concerned operators. 
From Table 13，CSL is more superior in term of offering auto-roaming service 
which has covered 32 countries which is the greatest number among the other operators. 
SmarTone is the next which covers 27 countries while Hutchison is the third. 
48 
Coverage Comparison 
CSL is the earliest operator which can offer coverage inside the MTR as well as the 
first operator which provides coverage in all eight tunnels. This is one of the major factors 
which make CSL's network perceived to be most reliable and the best. 
SmarTone is the second operator which offer full coverage inside MTR and the 
eight tunnels. At present, however, all the 4 operators' networks have same coverage in 
terms of number of MTR stations and tunnels. Therefore, CSL's advantage of better 
coverage on MTR and other tunnels have been leveled by the other competitors. 
In terms of overall network coverage, CSL network is still being perceived as the 
best among all the operators. Such perception is in line with the fact that CSL has the 
greatest number of cellular transmitter sites which is round 500 in April 97. The next is 
SmarTone which has around 450 sites while Hutchison and Pacific Link have around 400 
and 350 as ofApril 97. 
It is anticipated that the level of network coverage of all the 4 operators will soon 
be very close in next 6 as a result of the other 3 operators keep on increasing the number of 
cellular sites to achieve similar optimum coverage. 
Based on this, CSL's strength on network coverage would soon be leveled. It must 
rely on other product values to differentiate from and excel its competitors 
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CHAPTER VI 
COMPANY PROFD:^ E REPORT 
Hongkong Telecom CSL is one of the wholly owned subsidiary companies of 
Hongkong Telecom. This report describes the profiles ofHongkong Telecom and its major 
subsidiary including Hongkong Telecom CSL. 
Hongkong Telecom is Hong Kong's only full service telecommunications provider, 
marketing a full array of voice and data telecommunications services. Services include basic 
telephony, international calls, specialized fax and data products, value-added services, 
mobile telephony, satellite links, telecommunications equipment and turnkey 
telecommunications systems. 
With over three million telephone lines installed, the company has more than one 
line for every two people in Hong Kong. The company's exclusive licence to provide local 
telephone services expired in mid-1995, though it retains the exclusive licence to provide 
international services until 2006. 
International business activity is facilitated by the company's large network offibre-
optic cable and satellite connections. A regional and international entity, Hongkong 
Telecom has ten offices in seven countries. 
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Hongkong Telecom, one of the territory's largest private sector employers, has a 
corporate philosophy which states, 'What can be imagined, can be achieved.' The company 
has several 'world-firsts' for telecommunications, and is actively developing leading-edge 
applications for interactive multimedia services technology. 
The company's major shareholders are Cable and Wireless plc at about 58% and 
China International Trust and Investment Corporation (CITIC) at about 8%. The remaining 
shares are public, held by both local and international investors. Shares are listed on the 
Hong Kong, New York and Pacific stock exchanges. Hongkong Telecom last year had 
turnover of HK$29.4 billion (US$3.8 billion), and has market capitalisation of some 
HK$160 billion (US$21 billion). 
Network Infrastructure 
In 1993，Hongkong Telecom completed the digitalization of its Hong Kong 
network. Hongkong Telecom now possesses one of the finest all-digital 
telecommunications infrastructures in the world, and plays a vital role in the economic and 
social development of Hong Kong through the provision of state-of-the-art 
telecommunications products and services. 
The company has invested more than HK$28.5 billion (US$3.7 billion) in its 
network infrastructure in the last 10 years alone and has plans to make Hong Kong the 
region's first super-intelligent city, as well as Asia's information superhighway hub. The 
company has some 155,000 kilometres of fibre optic cable installed in the territory, 
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representing a 50 per cent growth rate over the past year and generating one of the highest 
installed densities in the world. 
Hongkong Telecom operates 17 satellite antennae in two Earth Stations on the 
south side ofHong Kong Island. These comprise the largest teleport in Asia and work with 
the Indian and Pacific Ocean satellite systems, providing coverage of two-thirds of the 
earth's surface. Eight international fibre-optic cables - 6 submarine and 2 overland - link 
Hong Kong to other major financial and commercial centres worldwide. 
Scope of Services 
Local telephone calls are free, and International Direct Dialing (EDD) is offered to 
more than 220 destinations worldwide at rates which are among the lowest in the world. 
Digitalization enables customers to choose from a range of advanced services such 
as Call Waiting, Call Forwarding, Duplex Ringing, OneCall personal numbering and even 
PhoneMail for the home. Business services include Citinet, providing Centrex services for 
today's companies. Business and residential fax use is burgeoning and Hong Kong has one 
of the highest penetrations of fax lines in the world. With digitalisation has come the 
introduction of Homefax, which enables residential customers to have separate fax and 
telephone numbers on a single line. Fax customers can choose from a range of world-class 
fax services including information retrieval, diagnostics and multi-address options. 
Hongkong Telecom is a pioneer in enabling its customers to do routine chores by 
telephone. Customers can use the company's convenient Payment by Phone Service (PPS) 
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to pay a variety of bills over the phone and even check to see the most recent day a 
transaction occurred. Products such as the Hello Phonecard and home PhoneMail further 
simplify the complexities of everyday living in Hong Kong. 
Business customers may opt to use a secure Hongkong Telecom Facilities 
Management Centre to outsource their voice, fax, data and video communications. The 
company offers a full consultancy service, including network design and implementation, 
and negotiations with overseas carriers on behalf of customers. 
For data communications, Hongkong Telecom provides Datapak Packet Switched 
Service (Datapak PSS), Hong Kong's public data network. Datapak PSS is used for point-
to-point messaging and file transfer, access to local and overseas databases, electronic mail, 
large terminal networks, PC-to-fax communications and PC access to a wide variety of 
information and messaging services. 
Subsidiaries 
Hongkong Telecom CSL 
Hongkong Telecom's subsidiary, Hongkong Telecom CSL, is the territory's leading 
supplier of enhanced and value added telecommunications services and products, including 
business systems and mobile phones. Hongkong Telecom CSL Shops throughout Hong 
Kong supply a wide range of consumer and business telecommunications products as well 
as PCs, printers and fax machines. 
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As the market leading cellular telephone network operator, HKTCSL Mobile 
provides advanced mobile communications products and services, including 1010 GSM 
digital services, the Unitacs mobile phone system, paging and public trunk mobile radio. 
Mobile digital telephone coverage on moving trains, a world first, is already 
available on Hong Kong's MTR (Mass Transit Railway). 
The company provides local and international videoconferencing services for 
companies on their own premises, or videoconference links from centrally located studios. 
Videophones and PC-based multimedia links using the regular telephone network are also 
available, marking a new digital era for telecommunications customers. 
Hongkong Telecom IMS 
Hongkong Telecom also uses its digital platform to offer sophisticated 
telecommunications services such as Internet access and fully interactive multimedia 
services. A newly-formed subsidiary, Hongkong Telecom EMS, is actively developing new 
applications such as home shopping, home banking, distance learning, and various forms of 
infotainment, which will take Hongkong Telecom and its customers into a broadband all-
digital future. 
Regional Activities 
Hongkong Telecom provides a wide range of international telecommunications 
services, including international private leased circuits (ffLCs), virtual private networks 
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(VPNs) and satellite uplink / downlink facilities. Hong Kong currently serves as the 
telecommunications hub for more than 500 multinational companies operating in Asia. 
To provide services to its customers living elsewhere in the world, Hongkong 
Telecom is actively expanding its presence beyond Asia. The company has opened offices 
in Vancouver and Toronto, and is well represented throughout Asia with offices in 
Singapore, Kuala Lumpur, Seoul, Taipei and Tokyo, as well as in Beijing, Shanghai and 
Guangzhou. 
Hongkong Telecom is a member of the Cable & Wireless group, which has 
operations in more than 50 countries worldwide. 
Quality Service Commitment 
Hongkong Telecom has augmented its existing Customer Service Commitment with 
a Service Guarantee, the first of its kind in Asia. This guarantee, called G-Force, provides 
published performance levels for the company, with specified penalties if deadlines or other 
commitments are not met. Performance overall for G-Force and its business market cousin, 
Corporate G-Force, is consistently in excess of 97 per cent. 
Today, the Hongkong Telecom group holds no fewer than 36 ISO 9000 certificates 
-more than any other company in the territory and possibly in the entire region. In addition 
to an ISO certificate for the HKTCSL Mobile network, a first for the mobile sector in 
Hong Kong, Hongkong Telecom has also qualified for ISO Firm Registration, meaning 
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certification across the full breadth of the organization - again the first company in Hong 
Kong to do so. 
In July 1995，the company moved into new quarters in the 42-storey Hongkong 
Telecom Tower. One of the most 'intelligent' buildings in the world, it is a fitting 
headquarters for one of Asia's leading and most innovative telecommunications companies. 
Hongkong Telecom Tower is also home to Telecom World, an award-winning 
interactive showcase for the exciting and growing telecommunications industry. Created at 
a cost of some HK$100 million (US$13 million) and opened to the public in October 1995， 
Telecom World is part museum, part showcase and a 100% educational experience. 
Hongkong Telecom has been singled out for excellence by the Asian Institute of 
Management, taking top awards in their categories of Marketing Management and 
Information Technology Management. 
HKTCSL Mobile took the Best Service Award in Next Magazine's 
Communications Services category, and HKTCSL's shops won the Silver Award for 
Overall Outstanding Performance from the Retail Management Association ofHong Kong. 
And in a major international survey, Hongkong Telecom was voted the most 
admired company in Hong Kong, the top telecommunications company in Asia and the 
Asian company contributing most to its local economy. 
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Strength and Weakness 
The strength and weakness of the company are listed below: 
Strength 
• HKT has established a very large customer base. Customer has an inertia to change to 
another telecom service supplier without significant extra benefits. 
• HKT has an experienced workforce in various areas including network engineering, 
customer service, sales and marketing, etc. 
• HKT has very well established logistic systems for service ordering, billing, complaint 
handling etc. 
• The company has established a good reputation in providing advanced and reliable 
telecom services 
• HKT has a huge amount of resources including money and manpower 
• HKT's experience in operating telephone network and providing telecom services in 
Hong Kong is incomparable 
• HKT's relation with Cable & Wireless helps it be successful in global telecom business. 
Weakness 
• Telephony was a monopoly in Hong Kong in the past. HKT lacks the experience in 
running business in a highly competitive environment 
• HKT is one of the largest employer in Hong Kong. It has a complicated organization 
structure and it is quite bureaucratic. The approval process is lengthy and the response 
to market is rather slow. 
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• All other telephone companies (i.e. New World, Hutchison and NT&T) have sister 
companies which are running property business. Therefore, they can easily 
accommodate their equipment in the buildings which are owned or managed by their 
sister companies. In contrast, HKT has not involved in property business and thus it 
must negotiate with the building management of each building to obtain space for 
accommodating HKT's equipment. 
• High operating cost and company overhead 
• It is the government's intention to bring up the new telephone companies through ^ 
regulatory control to introduce competition in the telecommunications market. The new 
telephone companies are allowed to reduce the prices of their services at any time and 
for any customers. However, HKT must offer the same price to any customer and any 
change in pricing must be approved by the government. Moreover, the new telephone 
companies can launch any new services at any time by just informing the government. 
On the other hand, HKT must get the approval from the government before offering 
any new service. The approval process normally takes one & half months. 
• As HKT is the dominant player in the industry, it always becomes the point of attack by 
the other telecom companies 
• As HKT has been operating the business for so long time, it has already invested a lot in 
the equipment. The telecom technology advances very rapidly in the recent years, but it 
is difficult for HKT to upgrade all the existing equipment with the advanced 
technology. However, the newly formed telephone companies can employ the state-of-
the-art technology so as to offer the most advanced telecom services to the customers. 
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Brand Perception 
Hongkong Telecom CSL has the highest reputation in the market and is perceived 
as 'big brother' not only in mobile market but its parent company Hongkong Telecom is 
also the market leader in the telecommunication industry because of the monopoly in the 
past decades. CSL also established an image of professional and reliable service provider in 
mobile industry. 
Although CSL is known to be most expensive, customers think the service is worth 
the money. CSL will be the preferred brand if the service is paid by the user's employer. 
In setting the digital mobile network, CSL invested a lot to ensure the service 
quality. It achieves the widest coverage in Hong Kong including tunnels, MTR, rural area, 
basements, in-buildings, lifts etc. Therefore, although CSL's tariff is the highest, it still 





ACTIVITIES OF CSL 
Date Activities 
Jan 1996 Offered HK$300 Network Connection Fee for parallel import customers 
Jan 1996 Introduced new Bosch B23 handset at HK$2,980 
Feb 1996 Introduced new tariff plan for Partner Line Scheme 
Mar 1996 Launched 'Buy 1 Get 1 Free’ Promotion : $4,950 for two E3, $3,950 for two M31 
Mar 1996 Introduced free 50min of MTR airtime for all regular plans 
Apr 1996 Cut retail price ofM31 to $5,950 after 'Buy 1 Get 1 Free’ Promotion 
Apr 1996 Second phase for ‘Buy 1 Get 1 Free，Promotion : $4,950 for one E3 and one N2i 
May 1996 Joint Promotion with Diners : $1,750 for N2i plus 1 mth secretarial paging service for new 
Diners Club members 
May 1996 Partnership Plan to HKT staff with monthly charge $325 and $2,950 for one E3 
Sep 1996 Low JDD rate for CSL mobile users and $5,950 for new N3 model 
Sep 1996 Auto-Roaming to China 30+ provinces/cities 
Oct 1996 3rd phase for ‘Buy 1 Get 1 Free’ Promotion : $5,950 for 2 N3, 2nd phone tariff $488/mon 
Oct 1996 Announced to have best indoor coverage up to 96% 
Nov 1996 Special Promotion to HKT staff: 2 additional quota per staff for half tariff $325/mon, near 
halfprice for N3 and M81 
Nov 1996 Launch internal secretarial pager service on M81C phone 
Nov 1996 Launch new low price brand : One2Free with special pricing to 5 different packages 
Nov 1996 First Mobile operator to launch mobile phone built-in Chinese Secretarial Paging Service. 
This service covers 28 countries including 39 cities in China. Come with Motorola mobile 
phone $4,800, 20% discount for buying with used phone 3 month free usage on bundled 
services: Chinese Paging, Call Forward and Call waiting. 40% discount ($192/month) on 
the bundled services thereafter. One month free on basic rental. One year contract required. 
Jan 1997 One2Free launch new package which allows users to accumulate unused free minutes to 
subsequent months 
Jan 1997 First operator to launch mobile data, fax and Internet connection service. 
Come with intelligent PC handset Nokia N9000 with $3,000 discount. 
Feb 1997 Join with HKSB to offer CSL VISA credit card 
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Conclusion 
HKT is the only local company which offers a full range of domestic and 
international telecommunications services. Therefore, it has the advantage ofhaving greater 
flexibility on service packaging which bundles its mobile service with some of its other 
telecommunications services to make its mobile service differentiated with its competitors. 
HKT has a more experienced team of engineering staff compared with its 
competitors. It therefore would excel its competitors in terms of developing new service 
features and maintaining a better quality network. 
Being an established and experienced telecommunications service provider, HKT 
has well established logistic systems for service ordering, billing and complaint handling. 
HKT can make use of these better systems to include service features that could 
differentiate its mobile service from its competitors. 
Also, HKT has established a very large customer base and it has a huge amount of 
resources including money and manpower, therefore, it has the capability to aim at a 
broader range of customer segments. 
However, HKT has a very large and complicated oganization and it is quite 
bureaucratic. This makes it has a high operating cost and company overhead. 
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Based on the above analysis, using M.E. Procter terminology on competitive 
strategy, HKT should focus on a broader market segment using the 'Differentiation' 
strategy instead of the 'Low Cost，strategy. 
Also, HKT, being operated in a monopolistic industry for many years, it lacks the 
experience in running business in a highly competitive environment. In particular, its 
workforce lacks marketing expertise and weak in marketing concept. Therefore, HKT 
needs to strengthen its marketing support as well as to develop a customer and market 




As indicated in Market Profile Report, the monthly average spending for mobile 
users has been decreasing from HK$ 900 to HK$ 600 and the trend is expected to continue 
in coming years. While mobile phone services are becoming commodities products and 
competition is getting higher, CSL needs an aggressive marketing plan to retain its market 
leader position. 
The key decision problem faced by CSL is how to tap the potential market and 
recruit more new users. CSL intends to segment the potential market for better targeting. 
Segmentation may be done by using demographics, state-of-mind variables (i.e. attitudes 
and perceptions), and benefits as the segmentation bases. In order to develop an effective 
marketing plan to recruit new users, CSL needs a better understanding of the attitudes of 
the potential users towards the four existing GSM services and the six new PCS services in 
Hong Kong. Based on customers' attitudes, CSL can establish its competitive advantages 
over the other three competitors, and develop marketing strategies accordingly. 
The demand in year 2000 is expected to reach 2 millions users or 25% penetration 
in Hong Kong. According to expert opinion stated in the Market Profile Report, mobile 
service providers in general need at least 2 to 3 years to establish their networks with good 
enough quality to satisfy general users requirements. 
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The survey conducted in Customer Profile Report reviews that almost every 
existing and potential mobile user value the service quality as number one criteria for 
selecting the service providers. It can then be concluded that the six new PCS operators 
will be very difficult to obtain a significant market share before year 2000. 
Therefore, there exists a strategic window before year 2000 for CSL to enlarge its 
customer base and reinforce its market leader position. The following table depicts the 
anticipated market sizes of existing services operators and PCS operators by 2000: 
TABLE 17 
EXPECTED MARKET SHARE BETWEEN PCS AND EXISTTOG OPERATORS 
Market Share # of Subscribers 
PCS operators 30% 600,000 
GSM/DAMP operators •  ^ 1,4Q0,00Q 
Since CSL failed to obtain PCS license, it needs to increase its market share among 
the GSM arena in order to retain its market leader position in the mobile industry. 
Therefore, the strategic objective is to achieve 31.5% share of the overall mobile 
telephone market or 45% share of the GSM/DAMP segment: 
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TABLE 18 
EXPECTED MARKET SHARE BETWEEN GSM OPERATORS 
GSM/DAMP Market Mobile Market Share # ofSubscribers 
Share 
CSL 45% 31.5% 630,000 
Hutchison 20% 14.0% 280,000 
SmarTone 20% 14.0% 280,000 
Pacific Link 15% 10.5% 210,000 
Total 100.0% 7 ^ 1,400,000 
The following table depicts the existing market share stated in Market Profile 
Report: 
TABLE 19 
MARKET SHARE OF EXISTING OPERATORS 
No. of Customers % share 
CSL 320K 31.6% 
SmarTone 220K 21.8% 
Hutchison 240K 23.8% 
Pacific Link 230K 22.8% 
Total 1,010K 100.0% 
In order to obtain total number of subscribers of 630,000 by 2000, CSL must 
establish an aggressive market plan to obtain 310,000 new subscribers in the coming 4 
years. The following is therefore the annual take up rate until year 2000: 
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TABLE 20 
ANNUAL TAKE UP RATE FOR CSL UNTIL YEAR 2000 
96/97 97/98 9899 99/00 
Target 30% 30% 20% 20% 
New Sub. 93,000 93,000 63,000 62,000 
Cumulative Sub. 412,000 505,000 567,000 630,000 
In the past, mobile phone market had been position as a practical communication 
tool for business. While these business or company users rely on mobile services in their 
work, they are high spending users with average monthly spending more than $900. 
Nevertheless, the penetration in the business segment is already large and there is not 
enough room for further expansion. Indeed, in order to enlarge the customer base，CSL 
needs to exploit new market segments. 
According to the market profile report, the consumer market in Hong Kong is no 
longer dominated by any one type of consumer culture. Instead various consumer cultures 
co-exist in different market segments. It is necessary for CSL to formulate different 
strategy according to culture and characteristic of different market segments. 
While it is inevitable to expand the penetration to market segment with low-usage, 
CSL needs to address and prepare for the churning problems which can commonly be 
found in commodity products and services. 
Also according to the market profile report, the average spending per customer has 
been decreasing from an average of around $900 two years before to $600. This is due to 
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the increasing number of low volume users. To increase the revenue and maintain high 
profit margin, CSL needs to stimulate the low-usage customer to increase the mobile phone 
usage. 
As a result, the marketing plan will be divided into three streams, namely: 
• Market penetration into segment of teenagers 
• Customer Retention 
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CHAPTER VIII 
MARKETESfG SUB-PROGRAMME 1 : CUSTOMER RETENTION 
Dealing with the Churn 
The mobile industry is no longer the lucrative, endless money stream it once was 
and although it has grown by exponential proportions over the last year, CSL has to realise 
how important their customers are. 
As the mobile industry grown and matured, a different type of customer has gained 
access to wireless communications devices, which in turn, has driven services providers to 
fight even harder to winning more new customers. In particular, CSL has to aware that 
keeping its customers, as opposed to spending all its time，energy and money acquiring new 
ones is vitally important in staying ahead in the wireless industry. 
According to the Customer Survey, most of the existing customers are very loyal 
and only smaller than 3% users are thinking to switch to another operators. However, the 
main reason for being loyal is that customers do not want to change their phone number. It 
is because changing phone number is a tedious process to inform others with the new 
number. With number portability already introduced in fixed telephone network, the 
situation may soon be change as OFTA has announced that number portability will also be 
implemented in mobile industry. 
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With the market extending to very public, cellular customers (and in particular 
consumer customers) may begin to switch operators at the first hint ofabetter price plan or 
other promotional programme, this movement of customers will be new to CSL, although 
the phenomenon of 'churn' or movement of customers has been felt by consumer 
companies on a worldwide basis for a number of years. Accordingly, these companies have 
learnt the hard way about customer loyalty and now work proactively to keep their 
customers. As the concept of cellular churn may start, CSL should therefore start to 
combine technology with practical customer service skills to retain customers and prevent 
churn before it happens. 
The pool of 'golden customers' - that 20% of customers which represents 80% of 
the operator's revenue - have largely been signed up by existing operators. The key activity 
ofthe Customer Retention Programme is to keep that 20% loyal by enhancing and offering 
new services. 
The brand new customer now tends to be from the low-usage bracket which has a 
low monthly spend and is unlikely to use additional network enhanced services which 
increase CSL's revenue. 
Industry analyst points out that three simple phone calls to customers at strategic 
times could ensure they stay with the network. These times are: during the new customer's 
first week as a customer; after the first bill; and about a month before the contract is to 
expire. Other leading industry analysts estimate that it is five or six times more expensive to 
acquire a new customer than it is to retain an existing one. It can also take an operator 
between 6-13 months to break even on the acquisition costs of a new customer. The 
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problem is compounded as 60-70% of all churn may take place within the first three months 
after using the service, therefore, applying the three calls rule should help to keep 
customers. 
US churn rates average between 2-4% per month or 24-48% annually, while in 
Europe it is about 20% annually, with Germany and the UK having the highest rate 
between 25-32% annually for some operators. According to the Yankee Group Europe, the 
average churn rate for Europe has increased by 6% since 1995 and is growing. 
Looking at these figures, a cellular operator may lose one-quarter to one-half of its 
customer base annually; or turn over its entire customer base every 2-4 years because of 
churn. Obviously, this severely impacts revenues while the mobile industry gets ever more 
competitive with the six new PCS licensees. The US mobile industry has been aware of 
churn for some time now, whereas European wireless operators are just starting to consider 
it a serious threat. Even so, the figures are already too high to be ignored for too long. 
While the growth rate will not last forever because of heightened competition, other 
emerging technologies and market saturation, the growth rate will eventually slow and 
churn will become an even more important factor in CSL's business. Therefore the 




The primary reasons for churning are: 
• better prices - between 40-50% of customers who churn cite better prices form the 
competition as the primary reason. This category includes marketing promotions and 
other incentives offered by the competition; 
• geographic coverage - nearly 20% of customers churn because of the better geographic 
coverage by the competition. This includes customers experiencing network quality 
problems, including multiple dropped or blocked calls; 
• customer service problems - approximately 10% of customers churn because of 
problems with an operator's customer service department. Customer service problems 
include an inability to reach customer service quickly and inadequate resolution of 
customer problems; 
• voice quality - some customers churn because of poor voice quality or because they 
have experienced multiple problems of static noise and voice fading; 
• incorrect or inaccurate billing - many customers churn because their billing statement 
did not correctly reflect usage. These customers cite being billed for blocked or 
dropped calls or even fraudulent calls; 
• anniversary date/older equipment - some customers decide to churn as their contract 
comes up for renewal or because they own older phones and trade older models in for 
newer models, which are often provided as incentives by a new operator. 
Safety use customer 
With the change in emphasis from business to safety use, personal security 
customers are very price conscious. The combination of price sensitivity and the decrease in 
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usage may create a revenue-per-user decline for CSL. This also means that it actually costs 
CSL more to provide service to a personal security user versus the revenue they generate. 
Service Objectives and Strategies 
To be financially viable, CSL needs to focus its efforts on customer retention and 
additional enhanced services for high value or heavy usage customers. With voluntary or 
controllable churn making up between 50-80% of all churn, CSL may fmd even a modest 
reduction in these figures greatly helps retain revenues. 
And as revenues per user are declining faster than costs, an increased emphasis and 
spending on customer retention is proving to be the most cost-effective method of 
increasing revenues and profitability. 
While it is nearly impossible to retain every customer acquired, the objective of 
Customer Service is to maintain the churning rate below 8% per year. 
The strategy is to make use of the information technology to develop a customer 
retention system which allows CSL to accurately track customer calling habits and identify 
‘at-risk，customers before they churn. This solution should enable CSL to drastically reduce 
the number of customers lost each year. 
The Customer Retention System should be designed for early identification of at-
risk customers and created with one purpose in mind: to enhance customer loyalty 
programmes. Just as customers stick to one brand of soft drink or clothing store, CSL can 
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seek the same level of loyalty from its customers. Customer Retention System should allow 
CSL to produce customer profiles containing phone usage analysis and help the CSL 
determine if it is doing everything possible to maintain customer satisfaction. CSL are able 
to: 
• see which rate plans are best for a particular customer; 
• identify when a customer's contract is near renewal; 
• analyse whether or not the customer uses all ‘paid for’ features and options; 
• determine overall value of customers based on usage and billing pattems. 
Customer Retention System calculates a churn value for each analysis, as well as an 
overall churn value indicating the overall level of risk that the customer may churn. Each 
analysis provides detailed information for an individual customer, a custom group of 
customers or the entire customer base. 
A rate plan analysis feature enables CSL to attack the primary reason for customer 
churn: price. This feature identifies which customers are on the appropriate rate plan based 
on their unique usage patterns and which customers are not. In addition, it analyses 
competitor rate plans to determine which customers are most susceptible to churn based on 
price, as well as identify gaps in the product line where a competitor may provide better 
rates. At the individual customer level, a customer/subscription analysis feature tracks key 
customer information, such as anniversary date for a customer's contract renewal, to 
calculate a churn value based on how close that customer is to the date. 
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CSL can also look at how a customer is using additional 'add-on' features. A 
feature usage analysis tracks the use of various value-added features, such as call waiting, 
three-way calling and call forwarding, and identifies opportunities to market additional 
features to a customer. Additionally, it also identifies customers who may churn due to little 
or no use of a feature. The number of multiple blocked or dropped calls a customer may 
experience can be identify network performance improvement areas. 
Just as vital is the ability to tune the system to reflect the unique needs and churn 
drivers of each customer segment. For instance, price is more of a driver in the consumer or 
'feel safe，sector than it is in the business sector, where quality of services takes top 
priority. Therefore, the most important aspect of the Customer Retention System is its 
ability to produce timely customer care information. Many customer care systems and 
marketing databases rely on billing system data that is updated every 30-90 days, often too 
late to address ready-to-churn customers. Therefore, the Customer Retention System 
should update customer profiles daily, giving CSL extra time to personally contact the 
customer and prevent churn. 
Customer Retention System need to be easy to use, centrally located and available 
to multiple information sources within CSL, such as billing, customer service, marketing 
data base and a data warehouse systems. This arrangement will assist all sources in 
collecting, researching and providing integrated information from data sources for use in 
comprehensive customer analysis. In addition, as information is collected, it is integrated 
and consolidate to ensure there are no inconsistencies or wasted time and resources in 
reconciling data. 
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The biggest advantage Customer Retention System provide CSL is targeting the 
best potential customers. By building profiles and identifying the characteristics of preferred 
customers, CSL can better be equipped to retain them. These products enable CSL to 
identify the most loyal customers, their preferences/dislikes and to build profiles of the 
preferred customer. 
Tactical Action Plan 
TABLE21 
TACTICAL ACTION PLAN FOR CUSTOMER RETENTION PROGRAMME 
Task Owner Deliverables Target Completion 
Date 




System Implementation MIS User Guide 6 July 
User Acceptance Test Customer 13 July 
Service, 
Marketing 
System Fine Tune MIS 27 July 
CRS On-line MIS 27 July 
Monitoring 
In order to ensure the success of the product and the plan, a number of activities 
will be carried out for control, monitoring and measuring effects. These activities are 
progress meetings, monthly performance reports, customer surveys and measuring 
effectiveness of direct mailing. A detailed schedule of these activities is attached. 
75 
Progress Meeting 
The purpose of the progress meetings is to allow the team to review the 
development progress of the Customer Retention System in order to check if there is any 
deviation from the plan. Whenever deviation is revealed, the team must take remedial 
actions as soon as possible. 
Since it involves mainly MIS development, weekly or bi-weekly progress meetings 
are considered appropriate before July 97 to closely monitor the development progress. 
After July the frequency of progress meetings will be lowered to monthly basis if there is 
not much deviation from the specification. 
Weekly ‘ Customer-At-Risk' Report 
After the launched of Customer Retention System, 'Customer-At-Risk' reports 
should be generated weekly to alert customer service team which customers are probably 
going to leave CSL. In general, the report should include: 
• Customer personal information 
• Monthly spending for the last 12 months 
• Bundled features with associated usage 
• Type ofhandset 




BUDGET FOR CUSTOMER RETENTION PROGRAMME 
CustomerRetention System Unit Cost Qty Amount HK$ 
- M I S Development 300,000 1 300,000 




MARKETLSfG SUB-PROGRAMME 2 : TERTIARY STUDENTS SEGMENT 
Introduction 
As discussed in pervious section, one of the marketing strategies is to attract new 
mobile users. In order to achieve this, it is needed to identify market segments which are 
potential users but currently has relatively low penetration rate. The tertiary education 
students sector may be one of this potential segment. In order to verify this, a separate 
questionnaire survey was performed to focusing on tertiary students. A total of 52 valid 
samples are received. The questionnaire sample and statistical data are attached in 
Appendix III. The findings are summarized in the following profile reports. 
Market Profile Report 
Accordingly to the survey, 35% of the samples are phone users, 70% are pager 
users, 17% are users of both pager and mobile phone, 12% are non-pager and non-mobile 
phone users. From government statistic, there is a total of 70,000 tertiary students in mid 
96. Therefore, based on the survey projection, it is estimated that the total non-mobile 
phone users in this segment is 45,500 at present. Also, it is noted that the pager penetration 
rate in this segment is very high. Marketing programs which can help to switch the pager 
users to use mobile phone is worth considering. 
In addition, over 70% of the non-user respondents indicated that they may consider 
using the mobile service in the future and only 8% responded that they definitely do not 
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consider using. Also, 55% of the students has income from part-time jobs and over 80% 
received subsidiary from government grant or loan. 
Further to this, based on government educational plan, the number of tertiary 
students shall be gradually increased in future years. This means that this market sector size 
shall be growing. Assuming an annual 5% growth rate, there will be 73,500，77,200 and 
81,100 tertiary education students in 97/98, 98/99 and 99/00 respectively. 
According to the above information, it is confident to conclude that this is one of 
the segments that CSL should focus on. 
From the survey, CSL has only 14% market share in this segment which is the third 
among the four existing mobile phone operators. Both Hutchison and SmarTone are in the 
lead with each having 40% share. The last one is Pacific Link who has 6%. 
Market Share (Tertiary Students) 
Pacific Link cSL 
6% 14% 
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Customer Profile Report 
Of the 52 respondents, 18 are mobile phone users (35%) and 34 are non-mobile 
phone users (65%). 
It is quite surprising to find out that although only 14% subscribed to CSL, 54% of 
the non-user selected CSL as their preferred operator if they use the mobile service. 
For the reasons of why not using the mobile service, 67% reflected ‘Handset is too 
expensive', 50% indicated ‘No Need，while selecting ‘Rental too expensive' and 'Wait for 
better service' were 33% and 11% respectively. The total percentage larger than 100% is 
due to each respondent can select more than one choice. When asked what is the triggering 
reason to use mobile phone, 27% selected ‘ Lower or discount offer on handset', 25% on 
‘Lower or discount offer on rental，，22% indicated 'Affordable income', 18% reflected 
‘Required by work’ and 8% selected ‘Peer group pressure'. These two questions 
consistently indicate that handset price is the main entry barrier for this segment. The above 
information is very useful when formulating the pricing strategy. 
Regarding the usage hour of those user respondents, majority use the phone in non-
ofFice hours of weekdays (67%) while 17% each on ‘Weekend’ or ‘Office hour，. 
For the reasons of why using mobile phone, all the user respondents indicated ‘Do 
not want to lose contact with friends'. It is interesting to note that 83% of the respondents 
chose ‘Trendy，. 67% selected 'Necessary communication tools for modern life. ‘Peer group 
pressure', ‘Reduce hassles in communications', ‘Status symbol，each has 33%. The least 
selected choice is 'Serving urgent/emergency needs' which is 17%. 
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Regarding the service plans of existing users, 85% of them chose the '50 - 200 min' 
service with the remaining 15% selected the 0 minute plan. On monthly average spending, 
the majority is in the range of '$501 - $750，，20% in ‘$250 - $500’. It is quite surprising to 
know that there is 14% has monthly spending in the range of '751 - $1,000，. 
For the most important selection criteria for both the users and non-users, 42% 
responded 'Service plan', 20% selected 'Service quality', 9% chose ‘Other privilege (e.g. 
discount card)', 13% on ‘Handset price，，8% indicated 'Customer service quality', 4% 
chose 'Company image，and 4% selected ‘Handset style，. 
Majority (94%) of the user respondents indicated they mainly use the phone to 
communicate with their friends, with only 4% mainly communicate with family. 
For those user respondents, 70% do not want to switch to other operators, of 
which 70% indicated because of not want to change telephone number and 30% reflected 
satisfying with the service of the existing provider. For the remaining 30% who want to 
switch to other operators, it is important to note that majority of them (22%) want to 
switch to CSL. 
Based on the above information, the implications on the marketing strategies can be 
summarised as follow: 
• CSL is still perceived as the preferred choice in terms of quality. However, the actual 
subscribed market share is inconsistently low, the third among the 4 operators. This 
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may be due to the fact that this segment is more price conscious. This can be indicated 
by the questions related to selection criteria, subscribing triggering reason and reasons 
why not using. The answers to these questions are all related to price. Based on this, 
the pricing strategy needs to be reviewed in order to attract this segment. The low 
market share may also due to the perceived image that CSL is the most expensive 
provider. In the promotion strategies, CSL needs to change this perception in order to 
successfully penetrate this segment. 
• On the reasons of why using mobile phone, a significant percentage of the respondents 
indicated it is a 'trendy' device for modern life. The promotion theme needs to match 
with this segment characteristics. 
• It is also important to notice that for those who want to switch operator, CSL is the 
majority of choice. In order to gain this preference advantage, the pricing and 
promotion strategies need to match with this. 
• This segment mainly prefer low usage service plan '50 - 200 min'. Also, the actual 
usage is low to medium, the monthly spending mainly in the range of '501 - 750，. In 
addition, the usage hour is mainly in outside office hours. The new pricing needs to 
address to these findings in order to be competitive in this segment. 
• The data on average monthly spending can be used to forecast the marketing objectives 
in terms of potential revenue size. 
Competitive Profile Report 
Promotion and Communication 
Among the 4 existing operators，Hutchison is most active in promoting its service 
through media to the young generation. Its TV commercial using Leon Lai as its main 
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character has been very successful in building up a very good image to the youngsters, 
especially the girls. 
In terms of media spending, SmarTone and Pacific Link have invested less than 
Hutchison and CSL. The theme of their advertisement has not addressed specially to the 
young generation. 
CSL has recently established another subsidiary call One2Free. It has launched a 
series of TV commercial and advertisement in newspapers, magazines and in MTR. It aims 
to use this subsidiary to target to the non-business or casual usage group which only uses 
_ the mobile phone occasionally during non-office hours. The theme of its promotion address 
to the younger generation which symbolized by freedom, trendiness and energetic life style. 
This theme has been indicated by its advertisement which uses Aaron Kwok to promote its 
brand. This seems to be an appropriate brand positioning, as indicated by the survey, a 
significant percentage of the segment choose ‘Trendy’ as the reason ofusing mobile phone. 
However, the promotion has not carried clear message that the price of One2Free is 
much less than its original brand 1010 GSM for the low or casual usage group and is 
comparable to the other 3 operators. Also, One2Free actually uses exactly the same 
network as the 1010 GSM which implies the same good quality and coverage. This 
advantage has not been clearly conveyed to the customers. Therefore, although One2Free 
has successfully attracted quite a lot of customers, the result could have been better if the 
promotion can address to the above points. 
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Referring to the tertiary student market segment, all four operators do not have 
promotion specifically focusing to this segment. 
This is a very good opportunity for CSL to target to this market. However, 
promotion must be fast before other competitors take actions. 
Price 
Due to the availability of different service plans by different operators, price 
comparison is not that obvious. To make the comparison focusing on the target segment, 3 
low to medium usage profiles were assumed to match with the common usage profiles of 
this segment. The usage hours are also assumed to be non-office hours. These usage 
characteristics have been indicated by the questionnaires. 
TABLE 23 
PRICE COMPARISON FOR LOW TO MEDIUM USAGE 
Usage Pattern CSL SmarTone Hutchison Pacific People 
. . . . : : : . : . : : . Link PCS 
1010 One2free GSM CDMA 
Very low (50 min) $650 $338 $320 $390 $190 $334 $50 
Low (150 min) $650 $478 $460 $440 $220 $509 $150 
Medium (300 min) $850 $598 $640 $590 $350 $725 $300 
The newly launched PCS service by People Co. is much cheaper than the other 4 
existing operators across the 3 usage profiles. However, as the PCS service is just 
launched, the coverage is much inferior with the other operators. At present, it can be 
regarded as not a comparable product until its coverage improves after at least 1 to 2 years. 
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Before Hutchison significantly lowered the tariff of its CDMA digital mobile service 
on March 1997, all the 4 operators have very close pricing across the 3 usage profiles i.e. 
CSL One2Free, SmarTone, Hutchison GSM and Pacific Link. For 50 minute usage, 
SmarTone is the cheapest, following are Pacific Link, One2Free and Hutchison GSM. The 
price difference, however, is only $70 between the dearest and the cheapest. For 150 
minute usage, the cheapest is Hutchison GSM, then are SmarTone, One2Free and Pacific 
Link, the greatest price difference is only $69. For 300 minute usage, Hutchison GSM is 
the cheapest, following are One2Free, SmarTone and Pacific Link, biggest price difference 
is$135. 
With Hutchison greatly reduced its CDMA's pricing, there is a great price 
differential compared with the other 3 operators. It is anticipated that Hutchison tries to 
position its CDMA as a extra low price choice comparable to the People's PCS service to 
target at the very price conscious market segment. The coverage and quality of the CDMA 
network is weaker than the other 3 existing operators but is much better than the PCS 
network. 
CSL's One2Free service plans on these 3 usage profiles is only slightly more 
expensive than the other 3 operators. It can be regarded as competitive in terms of the price 
positioning. However, the public has built up a perception that the CSL service is much 
more expensive among the other mobile operators because of the better service quality. 
Therefore in the promotion of the One2Free, it needs to emphasis the service is cheap while 
the quality is the best. This should be effective as this segment is characterized by both 
price and quality sensitive as reflected by the survey question on selection criteria. 
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Product Profile Report 
CSL has launched the One2Free brand in Nov 96 to target the low or casual usage 
group. In terms of network coverage and quality, it is the same as the original 1010 GSM 
network because exactly the same network is used. 
Therefore, the One2Free brand has quality advantage over the other operators. CSL 
needs to convey this message to the potential customers apart from informing the price of 
One2Free is competitive with the other operators. 
In terms of service features, there cannot be much differentiation among all the 
operators as they all offer similar basic features required by the target segment like call 
forwarding, voice mail and caller display etc. 
To match with the segment characteristics of trendiness life style, modern and more 
fancy handset styles should be used to target this market. 
Marketing Objectives and Sales Forecast 
As indicated in the Market Profile Report, there is a total of 70,000 tertiary students 
at present. Based on government educational plan, the number of tertiary students shall be 
gradually increased in future years. This means that this market sector size shall be 
growing. Assuming an annual 5% growth rate, there will be 73,500, 77,200 and 81,100 
tertiary education students in 97/98, 98/99 and 99/00 respectively. 
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With the active marketing from the Company together with other competitors, it is 
estimated that the penetration would increase from an originally 35% to 60% in year 97/98 
and subsequently to 75% and 85% in year 98/99 and 99/00 respectively. 
The target market share of CSL in this segment is to increase from 14% at present 
to 32% in next year, 36% in 98/99 and 38% in 99/00. 
The above figures are summarized in the following table : 
TABLE 24 
MARKETmG FORECAST FOR TERTIARY STUDENTS SEGMENT 
96/97 97/98 98/99 99/00 
Market size 70000 73500 77200 81100 
Penetration 35% 60% 75% 85% 
Users 24500 ‘ 44100 57900 68935 
Market share 14% (3430) 32% (14210) 36% (21110) 38% (26080) 
The above objectives and forecast are based on the findings from the Market, 
Customer and Competition profile reports. 
From the survey, it has indicated that 54% of the non-users chose CSL as the 
preferred service supplier. Also, a majority of the users who indicated intention of 
switching to other operator would choose CSL (22% out of30%). Therefore, it should be 
confident enough to attract 55% of all the additional new subscribers in 97/98, 50% in 
98/99 and 45% in 99/00 in order to achieve the target market share. 
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The biggest challenge of the marketing plan, in fact, is to stimulate demand so that 
the penetration increases from 35% to 60% in one year. 
Based on the Customer survey, the major entry barrier is the once-off high handset 
price. The other barriers are the high usage charge and there is no urgent need. Knowing 
the background, and with the suitable deployment of the appropriate marketing weapons, it 
is possible to achieve the aggressive penetration target. 
Marketing Weapons 
Three marketing weapons: Pricing, Promotion, and Product will be deployed as the 
major tools to penetrate the tertiary student market segment. 
Pricing Objectives and Strategies 
The objectives are to create packages which allow the target segment to enjoy the 
service with an extremely low start up charge. 
In addition, apart from the provisioning of service plans which are competitive for 
the low or casual usage profiles, there should be other price saving incentive to differentiate 
from other operators. 
Detail Tactical Plan - Pricing 
To keep entry price low, it is recommended to use interest-free installment 
approach on the handset payment. In addition, special handset discount should be offered if 
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several students arejoining together. This should be effective as students usually form peer 
groups and like to buy same things together. 
It is observed from the Customer survey, 70% of the segment members have 
pagers. Therefore, it should have price incentive to attract this large group of pager users 
to switch to mobile phone users. It is recommended to introduce special discount offer to 
students who subscribe with a pager. 
In addition, promotion with special gifts such as tickets of a popular concerts, CD 
collection albums etc. can also help to trigger impulse subscription. 
On the monthly usage charge, the major barrier is the perceived high usage charge. 
The non-office hour usage rate needs to be significantly lowered in order to stimulate 
demand. The level should be at around $0.8/min - $1.0/min for non-office hour usage. To 
further differentiate the pricing with the other competitors, it is recommended to line up 
with different merchants on CDs, books, movie and concert etc. and create a point system 
similar to the credit card systems where points gained are proportional to the mobile phone 
usage. The accumulated points can be used to exchange for different gifts or special 
discount on popular goods in this segment like CD, movie & concert tickets and books etc. 
To further making the initial usage charge low, it is recommended that there is no 
usage charge for calls among a selected group of mobile phone numbers. This discount can 
last say, for 1 year. This approach further creates a perception oflower usage charge at the 
initial stage and encourage students join simultaneously in groups. Once the users get use 
to using the mobile phone, the usage revenue would increase significantly. 
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It is recommended to target to the final year students also. This group of students 
will soon go to work and has income to afford the mobile phone. The strategy is to lock in 
these customer earlier by allowing them to defer initial handset and usage payment, say 
after a period of 4 months. After this period, the graduating students would have income 
from theirjobs. 
Promotion Objectives and Strategies 
The objective of the promotion campaign is to create a perception that the 
One2Free brand has very competitive price and it offers the best service quality in terms of 
network coverage and customer service among the other competitors. These address to the 
customer needs as reflected in the survey which is both price and quality conscious. 
The image of the brand should emphasis on trendy, modern, professional, young 
and free. These are the characteristics of the target segment. 
Tactical Action Plan - Promotion 
It is recommended to use the Economic Times, Economic Daily, SCMP, Apple 
Daily, Next Magazine, Capital Magazine as the major promotion media. These are the 
popular reading materials in the target segment. Advertisement via MTR is also needed as 
students would take a lot of local traveling by MTR. TV commercial is not recommended 
as the tertiary students have relatively less time spend on TV than the above media. Also, 
the cost of TV commercial is much higher which makes it not a cost effective media for 
promoting the service in this segment. 
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On-campus promotion roadshows are also very effective because it can directly 
approach the target segment by the sales staff who can address to the customer needs 
personally. The timing of the on-campus roadshows should be carefully chosen to match 
the government grant and loan release period. This is the best period to stimulate impulse 
buying during which students have extra money in their pockets. Another good timing is at 
around the end of the final examination period during which the final year students are 
looking forjobs and sense the needs of a mobile phone in the very near future. 
Promotion via the Internet is also recommended. It is because most of the potential 
users in the target groups are Internet users. Product information which is accessible from 
the Internet is regarded as a must in order to cast a professional image of the brand to this 
segment. 
Product Objectives and Strategies 
The target segment is characterized as young, trendy and fashionable. Therefore, 
the choices of handset should match this segment style. It is suggested to introduce new 
and colourful models ofhandsets to attract buying from this segment. 
Tactical Action Plan - Product 
The product action plan is to work with handset suppliers to introduce the above 
choices ofhandsets. 
The other critical action is to develop the appropriate billing systems to support the 
special pricing package mentioned above. 
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Overall Tactical Action 
Since the mobile market is becoming extremely competitive, CSL must act fast in 
order to capture the potential market share in the tertiary student market segment. In view 
of this, the marketing program should target to be completed within 3 months. The detail 
tactical action plan is summarised in Appendix IV. The initial briefing to key management 
staff to get their understanding and support on the marketing objectives is the most crucial 
step to ensure the success of the program. 
Also, due to the extremely tight schedule, a core team should be set up to overall 
control and monitor the progress of the plan. This team should have biweekly meetings 
keep track of the progress. The core team should also get the appropriate authority from 
top management at the start to enable it to have the power take the necessary actions with 
minimum management consultation. 
Budget 
Based on the analysis given in detail in Appendix V，the payback period is within 1 
year, the 3-year NPV at 15% discount is 60M and the IRR is 107%. 
The major incremental investment is the expense on advertisement and handsets 
which in the first year are respectively 6M and 26M. 
The potential revenue is worked out based on a total new subscriptions of 10,780 in 
97/98 which accumulates to 17,680 and 22,650 additional customers in year 98/99 and 
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99/00 respectively. With the assumption of average monthly spending per customer of $400 
in the coming three years, the recurring annual income in the three years are respectively 
52M, 85M and 109M. 
All these figures conclude that the investment for the marketing program is 
extremely sound. However, the investment window is extremely narrow, CSL needs to take 




In view of fierce competition, CSL needs to formulate aggressive marketing plan in 
order to retain its market leader position. Mobile phone service is inevitably transforming 
from a premium product to a commodity one with more and more low usage customers. 
Establishing Customer Retention Program is therefore a vitally important strategy to 
maintain competitiveness in the market. 
Instead of dominated by only one category, the consumer market in Hong Kong is 
characterized by having various cultures at the same time, various marketing sub-programs 
are therefore necessary to address the different characteristics of each target segment. 
Based on the Marketing Model described in Chapter I, thorough assessment on the 
mobile phone market was performed systematically and strategic marketing plan was 
established according to the findings in various profile reports. The model was also applied 
in formulating the marketing sub-programs for Customer Retention and Tertiary Students 
Segment Penetration. To conclude, the model provides an effective and systematically 
framework for (1) assessment of market environment, (2) analysis and consolidation of 
marketing information, (3) formulation of marketing objectives and corresponding action 
plans, and (4) establishment ofbudget requirement and subsequent monitoring processes. 
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By following the model, the following objectives of the study were achieved : 
• Assessed and analysed the mobile market environment after the issues of six 
PCS licenses. 
• Established a possible market scenarios of mobile business in the coming years. 
• Formulated strategic marketing plans for Hongkong Telecom CSL in order to 
maintain its leader position in the Hong Kong mobile business. 
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APPENDIX I 
CUSTOMER SURVEY QUESTIONNAIRE 
Section 1 
1. Sex 
• Male • Female 
2. Age 
• <16 • 16 - 20 0 2 1 - 2 5 • 26 - 30 0 31 -35 
• 36 - 40 D41 -45 • 46 - 50 D>50 
3. Occupations 
• Sales • Professional 
• Technical • Housewife 
• Managerialy^xecutive • Unemployed 
• Self employed • Retired 
• Student • Others, please specify: 




• Others, please specify : 
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5. Monthly income 
• < $10,000 
• $10,001 - $20,000 
• $20,001 - $30,000 
• $30,001 - $40,000 
• $40,001 - $50,000 
• > $50,001 
6. Are you using any paging service ？ 
• Yes • No 
7. Do you have any car ？ 
• Yes • No 
8. Do you have mobile phone ？ 
• Yes • No 
If "Yes", please answer Section 3 & 4. 
If "No", please answer Section 2 & 4. 
Section 2 (for non-mobile phone users only) 
9. What is the reason(s) for not using mobile phone ？ [may select more than 
one] 
• No need 
• Rental is too expensive => acceptable maximum : 
• <$100 • < $200 • < $300 
• Handset is too expensive => acceptable maximum : 
• < $500 D<$1,000 D<$l,500 • < $2,000 
• Inconvenience 
• Don't want to be disturbed 
• Waiting for better service 
• Others, please specify: 
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10. What factor(s) would trigger you to use mobile phone ？ [may select more 
than one] 
• Lower or discount offer on rental 
• Lower or discount offer on handset 
• Rental paid or subsidized by company 
• Handset paid or subsidized by company 
• Required by work 
• Peer group pressure 
• Affordable income 
• Others, please specify: 
Please go to Section 4 and continue until end of the questionnaire. 
Section 3 (for mobile phone users only) 
11. What is the reason(s) for using mobile phone ？ [may select more than one] 
• Required by work 
• Pay by company 
• Trendy 
• Reduce hassles in communications (e.g. borrowing phones, queuing up) 
• Don't want to miss opportunities for business contact 
• Don't want to lose contact with friends / families 
• Serve urgent / emergency needs 
• Necessary communication tool for modem life 
• Peer group pressure 
• Status symbol 
• Others, please specify: 
12. Which is your existing mobile phone company ？ 
• CSL 
• Hutchison 
• Pacific Link 
• SmarTone 
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13. What is your average monthly spending on mobile phone service ？ 
• < $250 
• $250 - $500 
• $501 - $750 
• $751 - $1,000 
• $1,001 -$1,500 
• $1,501 - $2,000 
• $2,001 - $2,500 
• > $2,501, please specify: 
• No idea 




• Business (e.g. colleagues, customers etc.) 
• Others, please specify: 
15. When do you use your mobile phone most ？ 
• Office hours (i.e. Mon. - Fri., 9:00 am - 6:00 pm) 
• Non-office hours of weekdays 
• Weekends 
16. Which existing service is unsatisfactory ？ 
• Too expensive charge for usage exceed the specified time of the service plan 
• Round up to minute for each call 
• Poor coverage 
• Frequent drop calls 
• Difficult to get line 
• Poor customer service 
• Not enough outlets 
• Billing not detail enough 
• Repair time too long 
• Payment methods 
• Others, please specify: 
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17. Which package do you prefer ？ 
• > 1000 min. 
• 800 - 600 min. 
• 600 - 800 min. 
• 400 - 600 min. 
• 200 - 400 min. 
• 50 - 200 min. 
• 0 min. (i.e. base solely on actual usage) 
• Others, please specify: 
Section 4 (for both users and non-users of mobile phone) 
18. Which one do you think is the most important criteria for selecting mobile 
service ？ 
• Service Quality (clearness, coverage etc.) 
• Service plan 
• Handset price 
• Handset style 
• Customer service quality 
• Company image 
• Other privilege (e.g. discount card) 
• Others, please specify: 
19. Which company do you want to join or change to ？ 
• CSL 
• Hutchison 
• Pacific Link 
• SmarTone 
• Remain unchanged. Why ？: • Don't want to change phone number 
• Satisfy with existing service quality 
• Others, please specify: 
20. If PCS is launched with lower prices but service is not that good initially, 
will you subscribe or switch to PCS services ？ 
• No, why ？ 
• Yes, why ？ 
End of Questionnaire. 
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APPENDIX II 
CUSTOMER SURVEY RESULTS 
1. Users and Non-Users Distribution 
User 46.9% 
Non-User 53.1% 
2. Sex of Users 
Type Distribution % 
Female 36.2% 
Male 63.8% 
3. Sex of Non-Users 
Sex Distribution % 
Female 35.9% 
Male 64.1% 
4. Age of Users 
Age Distribution % 
< 16 0.0% 
16-20 4.3% 
21 - 25 5.8% 
26 - 30 46.4% 
31 - 35 24.6% 
36-40 14.5% 
41 - 45 2.9% 
46 - 50 0.0% 
>50 1.4% 
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5. Age of Non-Users 
Age Distribution % 
< 16 0.0% 
1 6 - 2 0 41.0% 
2 1 - 2 5 12.8% 
2 6 - 3 0 21.8% 
3 1 - 3 5 14.1% 
36 - 40 1.3% 
41 - 45 1.3% 
46 - 50 1.3% 
> 50 6.4% 
6. Occupations of Users 












7. Occupations of Non-Users 











8. Education Level of Users 





9. Education Level of Non-Users 






10. Monthly Income of Users 
MonthlylnGome Distribution % 
< $10,000 12.1% 
$10,001 - $20,000 12.1% 
$20,001 - $30,000 24.2% 
$30,001 - $40,000 22.7% 
$40,001 - $50,000 15.2% 
> $50,000 13.6% 
11. Monthly Income of Non-Users 
Monthly Income Distribution % 
< $10,000 45.7% 
$10,001 - $20,000 14.3% 
$20,001 - $30,000 12.9% 
$30,001 - $40,000 7.1% 
$40,001 - $50,000 15.7% 
> $50,000 4.3% 
12. Users with Paging Services 
Using Paging Services Dlstribution % 
Yes 44.9% 
No 55.1% 
13. Non-Users with Paging Services 




14. Users with Cars 
Using Cars Distribution % 
^ 21.7% 
No 78.3% 




16. Reasons of Non-Users for not using Mobile Phone Services 
Reasons Distribution % 
No need 78.5% 
Rental too expensive 30.4% 
Handset too expensive 24.1 % 
Inconvenience 1.3% 
Don't want to be disturbed 10.1% 
Waiting for better service 21.5% 
Others 1.3% 
17. Factors that Trigger Non-Users to use Mobile Phone Services 
Factors Distribution% 
Lower rental 58.2% 
Lower handset price 51.9% 
Rental paid by company 36.7% 
Handset paid by company 32.9% 
Required by work 54.4% 
Peer group pressure 5.1% 
Affordable Income 35.4% 
Others 3.8% 
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18. Reasons for Users to use Mobile Phone Services 
Reasons Distribution % 
Required by work 33.3% 
Paid by company 17.4% 
Trendy 14.5% 
Reduce hassles 65.2% 
Not missing opportunities 21.7% 
Keep contact with others 63.8% 
Urgent/emergency needs 58.0% 
Tool for modern life 36.2% 
Peer group pressure 10.1% 
Status symbol 5.8% 
Others 4.3% 
19. Users' Service Providers 
Service Providers Distribution % 
CSL 42.0% 
Hutchison 21.7% 
Pacific Link 8.7% 
SmarTone 27.5% 
20. Users Monthly Spending on Mobile Phone Service 
Monthly Spending Distribution % 
< $250 2.9% 
$250 - $500 53.6% 
$501 - $750 26.1% 
$751 -$1,000 13.0% 
$1,001 -$1,500 1.4% 
$1,501 - $2,000 1.4% 
$2,001 - $2,500 0.0% 
> $2,501 1.4% 
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21. Users Mainly Communicate with 






22. The Period of Using Mobile Phone 
When to use Distribution % 
Office hours 24.6% 
Non-office hours 46.4% 
Weekends 42.0% 
23. Unsatisfactory Services 
UnsatisfaGtory services Distribution % 
Expensive overflow charge 50.7% 
Usage round up to minute 55.1% 
Poor coverage 24.6% 
Frequent drop calls 13.0% 
Difficult to get line 8.7% 
Poor customer service 13.0% 
Not enough outlets 4.3% 
Billing not detail enough 23.2% 
Repair time too long 5.8% 
Payment methods 5.8% 
Others 5.8% 
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24. Preferred Services Plan 
Package Distribution % 
> 1000 min 0.0% 
800 - 600 min 1.4% 
600 - 800 min 2.9% 
400 - 600 min 0.0% 
200 - 400 min 30.4% 
50 - 200 min 49.3% 
Omin 11.6% 
25. Users Selection Criteria 
Selectlon Griteria Distribution % 
Service quality 68.1% 
Service plan 49.3% 
Handset price 15.9% 
handset style 8.7% 
Customer service 8.7% 
Company image 5.8% 
Other privilege 2.9% 
Others 1.4% 
26. Non-Users Selection Criteria 
Selection eriteria Distribution % 
Service quality 79.5% 
Service plan 28.2% 
Handset price 30.8% 
handset style 14.1% 
Customer service 26.9% 
Company image 9.0% 
Other privilege 9.0% 
Others 1.3% 
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27. Users Preferred Service Providers 
Service Providers Distribution % 
CSL 7.2% 
Hutchison 1.4% 
Pacific Link 0.0% 
SmarTone 8.7% 
Remain unchanged 79.7% 
28. Non-Users Preferred Service Providers 
Service Providers Distribution % 
CSL 65.4% 
Hutchison 15.4% 
Pacific Link 3.8% 
SmarTone 7.7% 
Remain Unchanged 5.1% 
29. CSL-Users Preferred Service Providers 
Service Providers Distribution % 
CSL 0.0% 
Hutchison 0.0% 
Pacific Link 0.0% 
SmarTone 7.9% 
Remain unchanged 92.1% 
30. Non-CSL-Users preferred Service Providers 
Service Providers Distribution % 
CSL 12.5% 
Hutchison 2.5% 
Pacific Link 0.0% 
SmarTone 10.0% 
Remain Unchanged 75.0% 
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31. Users Preferred PCS Services 
Preferred PCS Services Dlstrlbution % 
Yes 13.2% 
No 86.8% 
32. Non-Users Preferred PCS Services 





CUSTOMER SURVEY RESULTS (TERTIARY STUDENTS) 
Total Sample Size : 52 
1. Users and Non-Users Distribution 
User 35% 
Non-User 65% 
2. Sex of Users 
Type Distribution % 
Female 42% 
Male 58% 
3. Age of Users 
Age Distribution % 
1 6 - 2 0 12% 
21 - 25 88% 
4. Monthly Income of Users 




5. Mobile Services Subscription 
SeFviees Distribution% 
Mobile Phone 35% 
Paging 70% 
No Pager and No Mobile 12% 
Have both Pager and Mobile 17% 
6. Reasons of Non-Users for not using Mobile Phone Services 
Reasons Distribution % 
No need 50% 
Rental too expensive 33% 
Handset too expensive 67% 
Inconvenience 0% 
Don't want to be disturbed 0% 
Waiting for better service 11 % 
Others 0% 
7. Factors that Trigger Non-Users to use Mobile Phone Services 
Factors Distribution % 
Lower rental 25% 
Lower handset price 27% 
Rental paid by company 0% 
Handset paid by company 0% 
Required by work 18% 
Peer group pressure 8% 
Affordable Income 20% 
Others 2% 
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8. Reasons for Users to use Mobile Phone Services 
Reasons Distribution % 
Required by work 8% 
Trendy 83% 
Reduce hassles 33% 
Keep contact with others 100% 
Urgent/emergency needs 17% 
Tool for modern life 67% 
Peer group pressure 33% 
Status symbol 33% 
Others 0% 
9. Users' Service Providers 
Service Providers Distribution % 
CSL 14% 
Hutchison 40% 
Pacific Link 6% 
SmarTone 40% 
10. Users Monthly Spending on Mobile Phone Service 
Monthly Spending Distribution % 
< $250 0% 
$250 - $500 66% 
$501 - $750 20% 
$751 - $1,000 14% 
$1,001 -$1,500 0% 
$1,501-$2,000 0% 
$2,001 - $2,500 0% 
> $2,501 0% 
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11. Users Mainly Communicate with 






12. The Period of Using Mobile Phone 
When to use Distribution % 
Office hours 17% 
Non-office hours 67% 
Weekends 17% 
13. Unsatisfactory Services 
Unsatisfactory services Dist r ibut ion� /� 
Expensive overflow charge 64% 
Usage round up to minute 58% 
Poor coverage 22% 
Frequent drop calls 12% 
Difficult to get line 6% 
Poor customer service 13% 
Not enough outlets 6% 
Billing not detail enough 2% 
Repair time too long 4% 
Payment methods 2% 
Others 0% 
14. Potential of Using 
Attitude Distribution% 
May Consider to use 70% 
Definitely not consider 8% 
Not sure 22% 
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15. Preferred Services Plan 
Package Distribution % 
> 1000 min 0% 
800 - 600 min 0% 
600 - 800 min 0% 
400 - 600 min 0% 
200 - 400 min 0% 
50 - 200 min 85% 
Omin 15% 
16. Users Selection Criteria 
Selection criteria Distribution % 
Service quality 20% 
Service plan 42% 
Handset price 13% 
handset style 4% 
Customer service 8% 
Company image 4% 
Other privilege 9% 
Others 0% 
17. Users Preferred Service Providers 
ServjceProviders Distribution % 
CSL 22% 
Hutchison 4% 
Pacific Link 0% 
SmarTone 4% 
Remain unchanged 70% 
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Pacific Link 6% 
SmarTone 18% 
Remain Unchanged 0% 
19. Preferred PCS Services 
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Appendix V : Financial Analysis for Tertiary Student Marketing Program 
PROFITABILITY ANALYSIS : 
97/97 97/98 98/99 99/00 
(All in '000) 
REVENUE 
-Rental 51744 84864 108720 
-Handset Charge 21560 12420 7952 
73304 97284 116672 
COSTS 
-Advertisement 6000 3000 3300 
-Bil l ing system development 1000 0 0 
-Cost of handset 25578 11385 7455 
-On-campus promotion 300 350 400 
-Career seminar promotion 200 220 250 
-Network cost 5821 9070 12231 
-Company overhead 20374 31792 42809 
59273 55817 66445 
GROSS PROFIT 14031 41467 50228 
GROSS PROFIT MARGIN 19% 43% 43% 
CUMMULATIVE MARGIN 19% 33% 37% 
CASH FLOWANALYSIS : 
Cash inflow 73304 97284 116672 
Cash outflow 33078 41150 52267 55040 
* • _ • _ • _ _ • • • • • — — — — — _ • • • • • _ _ _ _ • • • _ • • _ _ • _ • • • • 
Net cashflow -33078 32154 45017 61633 
NPV (15%) 60387 
IRR 107% 
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